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KEY ECONOMIC INDICATORS - SWITZERLAND (a) 


Pct change from 
previous year 
1984 1982 1983 
Gyan-June) 


Income, Production, Employment 

GDP at current prices 195,980 203,860 105,610 
- Private consumption 122,060 127,300 62,870 
- Government consumption 25,935 27,900 15,040 
- Fixed investment 45,300 47,500 23,220 
GDP at 1970 prices 102,940 52,815 
GNP per capita, current prices (SF) 31,725 

Savings as percent of disposable income 6.2 


Employment, excl. agriculture (millions) 2 


2.8 
Unemployment (percent of total workforce) 0.4 


Indices 

New Industrial Orders (1975=100) 134 

Industrial Production (1963=100) 152 151 

Retail Sales (previous year=100) 103.3 103.4 
Real wages per employee (prev. year=100) 100.8 102.3 
Consumer prices (December 82=100) 98.0 100.8 
Wholesale prices (1963=100) 169.2 170.0 


Money 

Adjusted Central Bank Money (ACBM) (Avg.) 28,699 29,730 
Federal Debt 24 ,968 25,249 
Central Bank discount rate (%) 4.5 4.0 
Government bond yield (end of period %) 4.83 4.52 


Balance of Payments and Trade 

Gold and foreign exchange reserve (Avg.) 36,371 39,463 
Imports (cif) (goods) 58,060 61,064 
Exports (fob) (goods) 52,659 53,723 
Balance of trade - 5461 =- 7, 
Imports from U.S. 4,153 4,994 
Exports to U.S. 4,095 4,594 
Current account balance 8,010 7,430 


Main industrial imports from the U.S. in 1983 (SF millions) 
Aircraft and aircraft parts 1,121 Organic chemicals 
Industrial machinery and Optical, medical, and industrial 

power equipment 786 process and control instruments 294 
Electro technical machinery 270 Precious stones and jewelry 480 
Road vehicle equipment 265 


(a) All figures are in million Swiss Francs except where noted otherwise. Yearly 
average exchange rate was SF 2.10/$U.S. in 1983 and SF 2.03/$U.S. in 1982; 
six-month average exchange rate for Jan-June 1984 was SF 2.24/$U.S. 

(b) 1984 statistics reflect the following: Cumulative total for Jan-June: income, 
production, import, exports, trade balance, current account; end of June: 
employment, unemployment, consumer and wholesale prices, money statistics, and gold 
and foreign exchange reserves; second quarter: industrial orders and production. 


Sources: Die Volkswirtschaft, Wirtschaftsspiegel, and Schweizerische 
Nationalbank Monatsbericht 





Swiss Economy: Turnaround in 1983 and fast start in 1984 


The Swiss economy in 1983 experienced a turnaround. Revised 
statistics show that Gross Domestic Product (GDP) advanced 0.7 
% in real terms, compared to 1.1 % contraction in 1982. In 
1984, economic activity was off to a fast start with real 
growth in each of the first two quarters exceeding last year's 
annual average. Real GDP is likely to expand around 2.5 % or 
more for the year. 


The rebound of the Swiss economy in 1983 was broadly based. 
Throughout the year domestic demand was buoyant. Fixed 
capital investment increased 4.3 % in real terms as the volume 
of investment goods imports jumped 7.3 %. Private consumption 
advanced 1.5 % as households began to spend a greater portion 
of their disposable income. Improved export performance, 
however, provided the catalyst for the dramatic improvement in 
the economy in the second half of the year. Export volume 
improved 4.5 % and 4.6 % during the last two quarters, with 
strongest performances by exports of raw materials and 
semi-finished goods. As a consequence, the stagnating economy 
of the first half gained momentum, with real growth rates of 
1.2 % and 1.9 % in the last two quarters, respectively. 


In 1983, the Swiss economy enjoyed excellent overall 
conditions, with receding inflation and diminishing interest 
rates. The Consumer Price Index (CPI) increased an average of 
2.9 % for the year compared to the 5.7 % raise in 1982. 
Interest rates eased compared to the previous year's, for both 
short and long term instruments. 


In 1984, the Swiss economy was off to a fast start. Real GDP 
climbed 2.8 % and 1.5 % in the first two quarters, according 
to Swiss official estimates. Export performance is a key 
variable in tracking Swiss economic prosperity, since a large 
measure of economic activity is geared for the export market. 
As expected, exports have paced the recovery, advancing a 
healthy 8.1 % (real terms) in the first quarter, but easing to 
a 5 % rise in the second. About 60 % of the nominal increase 
in Swiss exports during the first half of 1984 were accounted 
for by export increases to West Germany, Great Britain, and 
the U.S.A. Clearly, Switzerland's economic outlook is 
inextricably linked -- with a time lag -- to the economic 
performance of major industrialized nations. 





Economic conditions in the first half of 1984 have been 
excellent. Inflation rates remained low, interest rates were 
moderate, and the labor market improved. Preliminary signs 
for the third quarter, however, suggest that conditions may 
deteriorate slightly. Price increases and interest rates have 
advanced and the unemployment rate remains stuck around 1.0 %. 


Retail sales: Steady performance 


Retail sales in nominal terms increased 3.4 % in 1983 after 
rising 3.3 % in 1982. Leading performers were foodstuffs, 
wearing apparal, fuel, pharmaceuticals, and office machines. 
In the first six months of 1984 the value of retail sales 
climbed 3.6 %, a 1 % increase in real terms, with strong 
increases in sales of foodstuffs, toiletries, straw and wood 
products, paper products, watches, jewelry, and sporting 
goods. Declines were registered in sales of textiles and 
automobiles. 


Agriculture: Excellent Crop Year 


Retail food, beverage, and tobacco sales moved up 4% in 1983 
(nominal terms), virtually unchanged from the 4.2% increase of 
1982. While first quarter 1984 results maintained this growth 
rate, sales during the second quarter of 1984 climbed 
appreciably, by 6.8%, compared to the same period a year 
earlier. Retail food prices increased a moderate 3.25 % 
during the September 1983 to September 1984 period. 


According to the Conference of the Swiss Food Industry, a 
group encompassing twelve of the most important food 
manufacturers’ associations, the Swiss food industry is 
seeking to promote the manufacture of higher value-added food 
products as a consequence of changes in domestic consumers’ 
preferences. This trend, along with increased foreign 
competition in the Swiss domestic. market, reportedly has led 
Swiss producers to expand marketing of domestically produced 


food products abroad, such as cheese, chocolates, and prepared 
foodstuffs. 


Highlights of the 1984 crop and agricultural year centered 
around the historically high output of bread grains, up about 
20% over the record 1983 crop. Good crops were also recorded 
for feed grains, apple and pears, and rapeseed. 





For the third consecutive year, domestic wine producers are 
expecting a large harvest. During 1984, the domestic 
livestock sector was characterized by firm pork prices and 
increased beef production. During the September 1983 to 
October 1984 period, the Swiss fluid milk output increased 
around 3%, indicating a favorable supply of roughage. 


The Swiss Government released its sixth Agricultural Report 
which provides guidelines of its future agricultural policy. 
The report indicates the Government's intention to retain, in 
principle, the current policy of maintaining a sound farming 
sector by providing cost-covering producer prices, but to a 
somewhat lesser extent. The loss in farm income created by 
slightly shifting towards a more market-oriented policy may be 
compensated by direct, non product-linked subsidies to the 
farming sector. Future government intervention will focus 
more on strengthening family-operated, medium-sized farms; 
linked to that concept, ecological issues will be given more 
attention. 


Effective July 1, 1984, the Government of Switzerland again 
increased the support and guarantee prices received by farmers 
by a weighted average of 2.5% for certain agricultural 
commodities. Price increases were for milk, beef, veal, pork 
and lamb, feed grains, potatoes, cider apples and pears, and 
eggs. 


Foreign Trade: Spectacular Rise of Swiss Sales to the U.S. 


External trade is one of the principal pillars of 
Switzerland's prosperity, accounting for about 30% of GNP. 
During the first nine months of 1984, Swiss exports to the 
world increased to SF 44.0 billion. This represented a rise 
of 10.8 % (nominal terms) from the corresponding period of 
1983. An even sharper increase, of 32.4 %, or SF 4.2 billion, 
was registered for Swiss sales to the United States. After 
West Germany, which purchased goods worth SF 8.7 billion, the 
United States advanced to become Switzerland's second best 
customer. Britain, France, and Italy were other major trading 
partners. Favorable export results were principally due to 
above average sales increases of chemicals, dyestuffs, 
cosmetics, optical and other precision instruments, jewelry, 
watches, textile fabrics yarns, and cigarettes. 





Swiss imports also showed a marked increase, from SF 45.0 
billion to SF 51 billion at the end of the third quarter of 
1984. This represented a nominal rise of 13.2 %, compared to 
a 5.7 % increase in the first nine months of 1983. Fastest 
growth rates were noted for imports of chemical raw materials, 
plastic raw materials and finished products, instruments, 
electrical machinery and equipment, lumber, furniture, paper 
and pulp, foodstuffs and jewelry. Chief suppliers in order of 
importance were West Germany, France, Italy, Britain, the 
United States, Holland, Belgium, and Japan. 


Due to the much faster rise in imports over exports, 
Switzerland's trade deficit deteriorated by 12.0 % in the 
first three quarters of 1984. At the end of September 1984 
the deficit reached SF 7.0 billion compared to SF 6.3 billion 
a year ago. 


Current Account: Another Strong Surplus 


In 1983, Switzerland's current account surplus totalled SF 7.4 
billion compared to 8.0 billion in 1982 (revised statistic). 
The major factor for the slight decline was a widening of the 
trade deficit from SF 5.4 to SF 7.3 billion, as nominal 
imports increased 5.2 %, and while exports expanded only 2 %. 
Income from services, workers remittances, and capital 
investments grew modestly, cushioning the effects of the 
larger merchandise trade deficit. 


In 1984, Switzerland again should enjoy its traditional 
healthy current account surplus. The trade deficit narrowed 
in the first half of the year as export growth has been 
robust. The Swiss National Bank (SNB) estimates that the 
current account surplus has been around SF 4.4 billion in the 
first six months of the year. Swiss terms of trade, however, 
sharply deteriorated in the third quarter, causing a widening 
of the merchandise trade deficit and suggesting more moderate 
growth of the surplus in the second half. 


Monetary and Fiscal Policies 


The SNB has announced targets for money growth since 1975 in 
pursuing its policy of domestic price stability. When the 
Swiss Franc was rapidly appreciating in 1978-79, exchange 
market stability became the focus of the SNB's attention as 
export industries were concerned about potential near-term 
loss of price comepetitiveness. 





The expanding money supply emanating from the SNB's exchange 
market intervention lead the SNB to adopt a restrictive 
monetary growth policy after returning to its original policy 
and monetary targeting in late 1979. 


In 1983, adjusted central bank money (ACBM) grew an average of 
3.6 %, just over the SNB's 3 2 target. There was a slight 
relaxation of monetary policy in the second part of 1983 in 
response to the domestic economic slowdown, reduced inflation 
concerns, and modest intervention in the foreign exchange 
markets against an appreciating SFr vis-a-vis the West German 
Deutsche Mark. During the first three quarters of 1984, ACBM 
growth has averaged less than the SNB's target range. For the 
year, the SNB expects ACBM to expand slightly less than 3 %. 
Next year, given the SNB's objective of price stability and 
policy of steady, moderate monetary growth, there are no 
apparent reasons why the SNB should shift from its typical 
target range of 3 %. 


Fiscal policy in Switzeralnd traditionally is of limited 
significance. Confederation (federal) expenditures constitute 
one third of total official outlays, with the remainder made 
by cantonal and local governments. 


With the dramatic rise in unemployment during 1983, Parliament 
passed certain "demand support" measures. Coupled with 
supplemental funds from local governments, these measures 
amount to SF 1.8 billion. Most of these expenditures are 
acceleration of previously budgeted purchases and do not 
necessarily suggest larger deficits or a fundamental shift in 
restrictive federal fiscal policy. 


Federal deficits have drawn public criticism and the concern 
of Swiss officials, even though they have been consistently 
well under one percent of Swiss GDP. Repeated increases in 
budget expenditures have been met by greater than anticipated 
revenues, particularly from turnover and withholding taxes, 
keeping deficits below budget. The 1985 budget envisages a 50 
% reduction in 1984's targeted deficit, to SF 500 million, 
about 0.2 2% of estimated GDP. 


Inflationary pressures 


During 1983, remarkable progress was achieved in lowering 
inflation. The inflation rate, as measured by the consumer 
price index (CPI, year-on-year), declined from a 4.8 2 rise in 
the first quarter to 1.7 % and 1.8 % in the third and fourth 
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quarters, respectively, the lowest increases since the 
beginning of 1979. Main factors for this development were 
declining prices for oil, lower exchange rates for European 
currencies, and low prices for raw materials. For the year 
1983, inflation averaged 2.9 %, compared to 5.7 % in 1982. 


After September 1983 the CPI began to advance, averaging 3 % 
increases in the first and second quarters of 1984. Higher 
postal charges, electricity rates, and price increases for 
domestic products (mainly foodstuffs) were offset by the lower 
cost of petrol and heating oil. In the third quarter 


inflation declined slightly, to 2.8 %. The rate of inflation 
should be around 3 % for the year. 


Wholesale prices rose 0.5 % year-on-year in 1983, compared to 
a 2.5 % increase in 1982. Wholesale prices of domestically 
produced goods advanced 1.1 %, while prices of imported goods 
fell 1.1 %. During the first quarter of 1984, the average 
annual rate of increase of the wholesale price index was 3.1%, 
exceeding the first quarter increase of the CPI for the first 
time in years. This phenomenon has continued in the second 
and third quarters, with wholesale price increases of 3.5 and 
3.1 %, respectively. Contrary to last year, prices of 
imported merchandise have placed more upward pressure on 
prices than domestic goods. 


Employment 


Switzerland's labor force currently totals 3.0 million, of 
which 0.7 million, or 23 %, are foreign persons. At the end 
of September 1984, there were 32,234 unemployed, 6,039 more 
than a year ago. Expressed in percent of the active 
workforce, 1.0 % were without work at the end of the third 
quarter this year compared to 0.8 % last year. Of the total 
unemployed, 17,828 (56.1 %) were men, 13,934 (43.9 %) women, 
and 9,543 (33.0 %) foreign workers. The highest number of 
unemployed was registered for white collar workers (6,023), 


workers in the metals and engineering industries (3,172 ), and 
in the catering industry (2,932). 


While the number of unemployed slightly increased during the 
period under review, a remarkable drop occurred in the number 
of people on a short work week, demonstrating that Swiss 
industry in general was recovering well from the recent 
recession. The number of people on short-time working 
decreased by nearly 36,000, from 39,259 to 3,600 at the end of 
September 1984. The number of companies which had introduced 


short-time working in their enterprises also declined, from 
1,000 to 235. 





The services industry continues to offer the most favorable 
employment prospects. In the manufacturing sector, which 
accounted for most of the labor shedding of the previous three 
years, significant improvements were registered for the 
electronics, precision instruments, electrical equipment and 
textile machinery divisions. The most depressed segment is 
still the watch industry, once one of the economy's sturdiest 
pillars, which continues to undergo cyclical as well as 
structural adjustments. 


Militancy in the Swiss labor union movement remains 

unpopular. Management-labor relations are characterized by a 
marked absence of strife and willingness on both sides to 
settle disputes by negotiations rather than by strikes. 
Currently the work week in most industries amounts to 43 
hours. It will be reduced to 41 hours by January 1, 1986, and 
40 hours by January 1, 1988. The Swiss labor unions have 
.largely forgone real wage increases for the time being. First 
priorities are job security and preservation of the practice 
of wage indexation. 
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IMPLICATIONS FOR THE UNITED STATES 


U.S. Sales 


Industry 


Switzerland has the highest per capita income among 
industrialized countries and, accordingly, offers an 
attractive market for U.S. products. Businesses selecting 
multilingual Switzerland as a test market can draw valuable 
conclusions with respect to consumer preferences in major 
Western European markets. 


Long-term prospects for marketing U.S.-made equipment and 
products remain good, provided the equipment is of high 
quality and possesses unique technology. In view of the 
current strength of the dollar, U.S. exporters will need to 
emphasize non-price aspects of their merchandise and commit 
themselves to a long range marketing strategy. Swiss buyers 
insist on quality and service from their traditional suppliers 
in Europe, and they expect the same treatment from U.S. 

firms. Manufacturers and exporters who wish to do business in 
Switzerland and expand their sales should remain alert to such 
factors as offering competitive payment terms, suitability or 
adaptability of their products to the Swiss market, 
distributor support in the form of product literature and 
technical manuals in the languages of the country, prompt 
response to requests for quotations, effective aftersales 


service, and participation in dealer promotion and Swiss trade 
fairs. 


Despite slower economic growth, Swiss industry will continue 
to invest in equipment designed to improve its competitiveness 
in export markets. Recent market studies have revealed that 
good to excellent sales prospects exist for office automation 
equipment, components and apparatus for automated materials 
handling, industrial controls and robots, alternative energy 
devices, advanced telecommunications equipment, and 
computer-controlled machine tools. Demand for novel types of 
catering equipment, and for reasonably priced medical 
equipment and supplies also remains lively. The Swiss market 
for small aircraft, spares and instruments is good, but the 
U.S. market position has been eroded by aggressive 
competitors, such as the French, and requires a renewed effort 
from American manufacturers and suppliers. In order to assist 
U.S. companies interested in exploiting these opportunities in 
the Swiss market, the U.S. Government plans to mount over the 
next 18 months trade promotion events for light aircraft 
equipment/components for light aviation; industrial robots, 





equipment for industrial automation, sensing devices, drives, 
motors; computer systems and software for banks, security 
equipment for financial institutions, telecommunications data 
bank access, management services for banks. Dates and details 
on such events are available from any U.S. Department of 
Commerce District Office. 


Attracted initially to U.S. consumer goods by low prices, 
Swiss department and chain store buyers now find novelty and 
styling equally important considerations. This applies in 
particular to housewares of every description, various types 
of sporting goods, and a large number of gift items. U.S. 
home textiles, luxury toiletries, sophisticated video games, 
and men's fashionable leisure wear are also popular. 


In the current competitive environment, U.S. manufacturers and 
exporters should maximize the use of advertising, seminars, 
international conferences and trade fairs to gain attention 
and exposure in Switzerland. Trade events are frequently 
international in scope and draw large numbers of participants 
and visitors from well beyond the country's borders. 


Foreign Investment 


Switzerland continues to pursue a liberal policy towards 
foreign investment. Relatively few laws affect the investment 


climate. They are principally concerned with regulating the 
purchase of real estate by foreigners, limiting the number of 
permits issued to foreign workers, and licensing foreign banks 
by the Federal Banking Commission. Local industry welcomes 
cooperation with U.S. firms in the form of licensing and joint 
ventures. 


U.S. direct investment in Switzerland, with a book value of 
$15.5 billion at the end of 1983, made Switzerland the fourth 
most-favored country by U.S. investors. From the Swiss 
viewpoint, the United States is by far the most important 
foreign direct investor in Switzerland, followed by West 
Germany, Britain and France. Swiss direct investment in the 
United States totaled $7.1 billion at the end of 1983. Trade 
sources suggest that the vigorous expansion of Swiss 
investments in the United States, particularly in the period 


1977 to 1979, was encouraged by an exchange rate favorable to 
the Swiss. 





Travel USA 


Tour operators, air carriers, hotels, and other organizations 
servicing Swiss visitors to the United States are finding that 
a softer Swiss franc and a return to traditional low Swiss 
inflation have combined to reduce the United States’ “best 
travel bargain" reputation. From 1977 through 1983 the number 
of Swiss visitors to the United States increased more than 20% 
a year. The growth levelled off somewhat in 1982. However, 
1983 proved that the United States is as popular as ever, with 
an increase of 5 % over 1982. Travel agents and tour 
operators report record booking already in 1984. Some 160,000 


to 170,000 Swiss are expected to visit the United States this 
year. 


The U.S. tourism industry must, however, increase its emphasis 
on quality and service to retain the loyalty of Swiss 
travelers. This market needs continuing attention. If an 
independent office seems too expensive, the U.S. tour operator 
should consider an agent or representative. U.S. tour 
operators also should take advantage of annual events 
organized by the U.S. Embassy in Switzerland and the "Visit 
USA" Committee such as the USA Group Exhibit at the Swiss 
Travel Trade Workshop (November) or the "Visit USA" seminars 
conducted for counter-level sales personnel (January). 


Agriculture 


Switzerland's large tourist trade, its high standard of 
living, and consumer demand for high quality products are 
indicators of increased market potential for raw and 
value-added consumer foodstuffs. U.S. exports of agricultural 
commodities to Switzerland continue to increase, reaching $361 
million in 1983. Principal export items were specialty crops, 
tobacco, cotton, grains and grain products, and oilseed 
products. 


Market development activities will continue to be geared 
towards the promotion of high-value specialty crops, 
particularly nuts, dried fruit, citrus juices, and other 
processed fruits and vegetables. Market promotion activities 
will also be carried out to stimulate expanded sales of 
high-quality beef and wine. Due to Switzerland's import 
policy affecting grain products, promotional activities for 
these and other bulk commodities will continue to be conducted 
through market servicing activities in conjunction with Market 
Development Cooperators. 








